COMMONWEALTH OF MASSACHUSETTS
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY

RESPONSE OF BAY STATE GAS COMPANY TO THE
THIRD SET OF INFORMATION REQUESTS FROM THE ATTORNEY GENERAL
D.T. E. 05-27
Date: July 20, 2005
Responsible: John E. Skirtich, Consultant (Revenue Requirements)
SUPPLEMENTAL RESPONSE
AG-3-16 Referring to Exhibit BSG/JES-1, Workpaper JES-6, page 20, line 10,

please provide a copy of the letter of engagement as well all work product
and invoices to date as a result of that engagement.

Response: Please see Attachment AG-3-16 (a) for copies of contractual agreements
between Bay State Gas Company and META Group and other related
material.

Attachment AG-3-16 (b) includes copies of all META Group invoices that
have been processed to date.

The work product from META Group has not been finalized, and will be
provided upon completion.

SUPPLEMENTAL RESPONSE

See Attachment AG-3-16 (c) for a copy of the META Group work product.
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CIS Implementation Cost: ‘

Bay State Gas Company
D.T.E. 05-27
Attachment AG-3-16 (c)

Sample Demographic 1 Pase2
u38 CIS implementation projects
analyzed Number of CIS Implementations by Category
— 12 Small energy utilities ~ S
(under 500,000 meters) -
— 19 Midsize energy utilities |
(from 500,000 to 1,500,000 1
meters) '
— 7 Large energy utilities (above e
1,500,000 meters) wMicsize|
| ;—DLBTUE
mAverage utility size:
- 1,255,637 meters
Gartner.
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CIS Implementation Cost:
Sample Demographic 2

mAggregated number of meters per

m [ otal number of meters under
consideration

- 47,714,218

Bay State Gas Company
| D.T.E. 05-27

Attachment AG-3-16 (c)
I Page 3

category Number of Meters by Category
sSmall | B 3
- 3,078,174 |
sMidsize '
- 17,765,392
sLarge | o
- 26,878,520 | m
' \Olame |

37%

* This represent more then 15% of total meters in US market
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CIS Implementation Cost: :"‘E
Sample Demographic 3 -
=CIS Implementation by Utility Type ¢S Implementation by Utility Type
— 9 Electric utilities Utiiy Type
— 10 Gas utilities '
— 19 Electric & Gas utilities —
sTotal Number of Meter by Utility Type o
— Electric
. 16,953,702
=~ G e ——
. 7,041,972
— Electric & Gas
. 23,718,544 —

|m Gas
O Electric & Gas |

Gartner.

OMNLY, NOT FOR DISTRIBUTION.
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D.T.E. 0527
Attachment AG-3-16 (c)

CIS Implementation Cost:

‘ Bay State Gas Company

Implementation dates and inflation adjustment oc. S

Year CPI

1989 1.51

1990 1.43

1992 1.33

1993 1.29

1994 1.26

1996 1.19

1997 1.17

1998 1.15

1999 1.92

2001 1.06

2002 1.04
T ; | Gartner.
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Small Utilities

Bay State Gas Company

D.T.E. 0527

Attachment AG-3-16 (c) |

Page 6
: —— -

1 | Kansss City Powar & Light Sectrte Yot ke $16.000,000 $17.70,000 e
2 | Clay Blectric Coop-FL Edectric Small 140000 | Orcom $4,000,000 s | sa730000 A 1097 | wETAES
3 | Banger Hydro - Etectric Co. Shectric el s wr 5,000.00 83 | $7.28000 sa4 s | T
4 | Orangs & Rockiand Eloctric & Gas Small 408632 | Customert | 525,000,000 s81 | 529,580,000 I 1997 META EI3
5 | umicorp Unitedine. (Aquila) Electric & Gas Semall e il 36,000,000 93 | se0.720.000 s108 e | T
6 | western Resources Electric & Gas Small 349,001 | Customert | 435,000,000 $100 | $50,00,000 $146 1900 | METABS

T | city of Palo Ao Electric, Gas, Water Small 1,000 scT $1,200,000 2 $1,420,000 [+ 17 GIR
8 | Atsbama Gas Corporation S o as0.000 baad $15,000,000 s | 18,540,000 s o
9 | Equitable Gas Gas Small 270,000 PwC $15,000,000 $6¢ | 519,800,000 3 190 | METAES
10 | Yankee Gas Servics Commny bad St mgn | BWESS | o s0m w1 | 9890000 sss we | ey
11 | Berkshire Gas Co. (Energy Eag) S oo nwo | SFC $2,000,00 1 | szase0m m wr | T
12 | City of ChartotiUtiities Electric Smalt 250,000 w©r $5,400,000 s22 | 96,300,000 $2¢ o | e
13 | Bay State Gas Gas Small | 33p00 | MPSCO | sagrome | s7rz |  2est8m | s74se woz | "

nor Gartner.
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Bay State Gas Company

Midsize Utilities oy
Attachmert AG-3-16 (c)
Page 7
1 | Corcline Powsr & Light (CPAL) Electric Mk re 1,250,268 Customer 1 $45,000,000 538 $50,800,000 £ 1983 META BIS
2 Consctv Electric & Gas licsize 94,005 SAP $50,000,000 S0 $58,190,000 8 1998 METAEIS
] Gempra Elsctric & Gas Wedsize 1,245,000 Custormes 1 $40,000,000 m $51,200,000 M 1994 META EIS
4 Bafttmore Gas b Electnc Electrc & Gas Madnze 1968332 Cumtoemas 1 $77,000.000 356 $117.500,000 " e META EIS
S | Electric & Gas Utiity [Electric & Gas Midsize 1,000,000 scY 33,000,000 = 34,800,000 s 002 META B8
€ | Okishoms Gas 4 Electric Electric 4 Gas. Mackire 755,480 BAP 50,000,000 L] 58,190,000 L .— META 1S
7 | Porand Genersl Electric Electric & Gas. ke TIATSS scT 150,000,000 ] l'“ 3 001 META EIS
L ] Louiwville Gas & Electric Electric & Gas Micheize 700,000 Pt 20,000,000 29 27,040,000 o e META EIS
9 | MidAmarcan Energy Co. | Eectic 8 Gas Micuize 0010 | Customert 45,000,000 - 20,200,000 m 1997 | Chartwet 1908
10 | Mincls Power Electric & Gas Micize 672548 Customes | 40,000,000 84 48,600,000 L] 1983 META EIS
n | scwan Electic & Gas Mowze ssazmy Puc 45,000,000 » 190,000 398 1809 METAEIS
12 | Colorado Springs Usiies i, Gas, Witer Measze 51804 L .S 12,000,000 ] 14510000 328 1996 | Chartwe 1998
» | 1P Enegy Gas Mtuize 1300000 e 5,300,000 o 0,800,000 wr o8 |  AGAEE Suvey
14 | CNG (oought by Dominien) Gas Miduize 1200000 P 4,000,000 m 47,280,000 = 1997 | AGAEE Suvey
15 | Michoon (merged with OTE) Gas 1 e 12000000 1B 50,000,000 a2 59,100,000 e uer META®S
16 | Soutwest Ges Coporaton Gas s | - rtmom | acTROM 15,000,000 ] 20,800,000 ne 1990 METAEIS
17 | Sectic & Ges Uty Eiecwic & Ges | 1,400,000 x 75,000,000 54 0.340.00 = 20 METAEIS
" Piedmont Natural Gas. Gas Midsize 710,000 Pui 15,000,000 = N, TH.000 =, L] META BIS
" Gas Company Gas actiize 580,000 .P‘ 24,000,000 L 36,720,000 53 1908 META EIS
Gartner.

-~
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Bay State Gas Company
D.T.E. 05-27 |
Attachment AG-3-16 (c)

Large Ulilities e

1 -1-‘:'“ Electric Large 4512340 | CustomiBM 176,300,000 $39 | 105,590,000 4 2002 META EIS
2 | southemCompany Electric Large atas77 | cusomert | 120,000,000 s20 | 183000000 7 1984 METAES
3 | commonwealth Edison Edectric Large 287701 |  Customert 100,000,000 ss | 12800000 ™ e | - mEmaEs
4| orv Electric Large 200 SAP 80,000,000 B | 51900 sar 1998 META B3
6 | Pcicoma e | Emcwicaces | Lape wonse | e | sessse o memen| | we|  weme
] S:."‘-"'"" Electrica Gas | lamge 1734000 mt-“ 0,000,000 $46 | 106,020,000 " L] uu--;-r
7 | miagam Mohawk Electric & Gas | Large 1726453 | Customert 56,930,000 333 | 53,000000 ] 1999 METAEIS
-

ONLY, NOT FOR DISTRIBUTION. . . Gartne':
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Implementation Cost Range per Utility Typ

Small Uilities

{=500,000 Maters)
Stale Gas Company &
?ilgmﬂ Utilities {ﬁhln:&

New Hampshire)

$40-573

ST4E

Bay State Gas Company
D.T.E. 0527
Attachment AG-3-16 (c)
Page 9

$23-3146

Midsize Utilitics
{500,000 - 1,500,000 Metars)

318-363

$26-5102

12

Large Utifies
(1,500,000 Meters)

§aT-541

$20-381

o o g L g ety H e JOOR Ga
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| Bay State Gas Company l
! D.T.E. 0527 '
Attachment AG-3-16 (c)

CIS Implementation Cost by Size L

o

CIS Implementation Cost by Utility Size
=

8,000,000 10,000,000

L e e l
Reaain STk Ga
ANTERNAL DOCUMENT: FOR DISCUSSION ONLY, NOT FOR DISTRIBUTION. .
16 2004 Gariner, bnt. sndior B = n g : ’ 3 z;.c"

ATBiaken, AN gt retarved Ganner a & mpinbernd iradermmt. of Geriner, o o s affisles. ‘
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! Bay State Gas Company
D.T.E. 0527
Attachment AG-3-16 (c)

Page 11

- CIS Implementation Cost Per Meter

CIS Implementation Cost/meter

r. DOCUMENT: FOR DISCUSSION ONLY, NOT FOR DISTRIBUTION.
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Say State Gas Company
D.T.E. 08-27

CIS Pricing Benchmarks and Trends: Attactement AG-3-16 fc)
2000-04 Poge 12

b_i_'
CIS Cost

$0.7-$1.5/Month ~ Metering  poLionce*
per Customer $0.5-$1 per Processing

Meter Read
$0.20-$0.30 Bill Printing

Payment
po Y $0.03-$0.06
per Bill

Bay State Gas CIS cost *
$.49/Month
Per customer

*Does not include LOB cost
*Including both third-party agents and loc al offices

rtner.
!‘:&mnﬁﬂ&fmm-um 12 Ga )
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COMMONWEALTH OF MASSACHUSETTS

DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY

RESPONSE OF BAY STATE GAS COMPANY TO THE

NINTH SET OF INFORMATION REQUESTS FROM THE ATTORNEY GENERAL

D.T. E. 05-27
Date: July 20, 2005

Responsible: Joseph A. Ferro, Manager Regulatory Policy

BULK ATTACHMENT

AG-9-38

Response:

Please provide all audit reports and related documents associated with
audits or reviews conducted by Bay State personnel, outside auditors or
consultants or by NCSC of the Company’s CGA, LDAF or any component
of these reconciling adjustment mechanisms that have been conducted
during the past 5 years (2000-present).

The Company and NCSC have informally reviewed Bay State’s CGAC
and LDAC processes on a consistent basis and as part of the overall
regulatory oversight and management of these processes since the
CGAC was initiated in 1989. In other words, the NCSC and Bay State
accounting staff routinely conduct evaluations of the efficacy and
accuracy of the processes employed, but these activities do not result in
any formal issuance of a final report.

There have been no audits or reviews of Bay State’s CGA or LDAC since
2000 conducted by an outside auditor or consultant, although Mr. Bryant
agreed in in-hearing testimony that Bay State would submit to such an
audit if the Department believed it was necessary.

Mr. Ferro recalls three reviews of a more focused nature that may be
responsive to this request, however, no final reports or audit reports were
issued from these three formal internal reviews. Nevertheless, as
described below, these reviews did result in actions being taken that
improve the Company’s regulatory performance with regard to its CGAC
and its LDAC.

One internal review Mr. Ferro recalls was undertaken to streamline the
flow of data, with the intention or hope that such a process would facilitate
the: (1) calculation of seasonal CGAs by better integrating the forecasting
models; (2) generation of monthly variance reporting; and (3) preparation
of changing to a Simplified MBA approach. The focus was to accomplish
these initiatives by adopting the use of an MS Access Database. The
review concluded with the development of a scaled down MS Access
Database incorporating a revenue element, which allows the Company to
better track the revenue recovery components of the CGA and LDAF.



Bay State Gas Company’s Response To AG-9-38
D.T.E. 05-27
Page 2 of 2

Mr. Ferro is also aware of another internal review that was conducted
beginning in late 2000. The goal of this review was generally to: (1)
codify the steps / tasks in producing CGAs and LDAC rates; (2) address
some difficulties experienced in carrying out the gas costing function in a
timely manner; and (3) manage the associated tasks of accounting for
and monitoring the gas costing and regulatory activity. The review was
undertaken for Bay State in Massachusetts as well as Northern in Maine
and N.H. The review was, in great part, intended to provide a guidemap
for completing a late 2000 transitioning of the CGA and LDAC accounting
function to NiSource Corporate Services in Columbus.

The third review related to the CGAC and LDAC functions was in
connection with preparing invoice reconciliations and filing such
reconciliations with the Department. The Company undertook this
initiative because it was struggling to meet the Department’s expectations
of submitting invoices and schedules in a timely manner for the purpose
of facilitating the Department’s auditing of CGAC and LDAC costs and
collections. The results of this effort came in the form of filing well-
organized invoice reconcilations. These filings have been made typically
2 weeks in advance of the required timing of submitting the CGA (and
LDAC) reconciliation filings. Attachment AG-9-38 is a copy of the last
Peak Period invoice reconciliation filing made with the Department for the
2003-04 Peak Period.

Mr. Ferro also notes that other findings from the intermittent informal
reviews conducted by Company personnel are reflected in some of the
changes in the Company’s proposed tariff revisions filed in this case.

BULK ATTACHMENT
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